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The  wealth  of  the  world  has  been  progressively 
created  by  new  and  newer  ideas. 

The  purpose  of  this  paper  is  not  to  offer  to 
bankers  anv  “cut  and  dried”  system  of  banking  re- 
form,  bnt  to  present  to  their  attention  some  ideas 
of  proved  value  in  other  fields  of  commercial  enter- 
j)rise,  not  as  a copy  to  be  followed  rigidly,  but  as  a 
basis  of  thought  from  which  their  own  ingenuity 

mav  work  out  a successful  operative  plan  capable 

% 

of  increasing  the  Imsiness,  the  usefulness  and  the 
stability  of  banks. 

Hanking  throughout  the  United  States  is  now  a 
relativelv  cautious  and  conservative  business,  but  it 

4. 

is  manifestly  done  on  a |»lan  that  still  involves  un 
necessarv  risk. 

Previous  to  the  civil  war  and  the  adoption  of 
the  national  bank  system,  banking  in  this  country 
was  little  better  than  gambling,  it  was  done  as 
recklessly  by  all,  and  as  fraudulently  by  many,  as 
gold  mining  under  the  stock  company  system  has 
ever  been  done. 

Banks  are,  even  now,  often  driven  to  sudden 
ruin,  entailing  the  disruption  of  enterprises  Jiiid 
widespread  loss  to  communities  for  want  of  rela- 
tively small  amounts  of  ready  cash,  when  they  are 
perfectly  solvent.  This  is  a condition  of  things  alto- 
gether unworthy  of  any  highly  enlightened  people 
of  commercial  instincts.  It  is  unnecessary.  It  is 
barbarous.  It  is  an  immense  waste  of  force.  No- 
body can  (piestion  that  it  is  avoidable  by  some  in- 
genious system  of  co-o])erative  Itanking  which, 
without  destroying  individual  initiative,  but  only 
placing  it  under  wholesome  restraint  and  v.ithmit 
lessening  the  legitimate  profits  of  any,  will  insure 
the  stability  of  all. 

The  industrial  and  commercial  supremacy  of  the 
United  States  is  due  primarily  to  the  hospitality  of 
the  American  min’d  toward  new  ideas,  or  new  ada]»- 
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tations  of  old  ideas — that  is  to  say,  ideas  that  make 
for  the  saving  of  wasted  force. 

All  the  wealth  of  the  w’orld  results  from  the 
saving  of  wasted  force — there  is  not,  there  never 
was,  there  cannot  be  anv  other  means  to  create 
wealth. 

Of  course  we  speak  of  wealth  in  the  abstract — 
general,  national,  world  wealth.  The  individual 
who  has  made  some  money  by  a stock  speculation 
may  not  be  able  to  grasp  the  truth  of  this,  but  it 
is  true  just  the  same.  He  is  thinking  of  wealth 
which  has  merely  changed  hands;  we  are  speaking 
of  wealth  created,  developed,  produced. 

Wealth  is  the  surplus  produced  above  the  cost 
of  production;  and  speculation  produces  nothing; 
it  only  exchanges. 

The  corner  stone  of  the  science  of  economics  is 
stated  thus:  All  wealth  is  created  by  labor. 

Fundamentally  regarded,  that  statement  em- 
bodies the  rankest  of  fallacies.  It  works  no  evil — 
it  even  works  good — only  because  w’e  give  it  a 
meaning  which  the  words  do  not  convey.  It  means 
to  us,  labor  associated  with  ideas. 

But  labor  associated  with  id(‘as — enlightened 
labor — is  something  more  than  labor — and  the 
other  thing  a sine  qua  non — the  vital  thing. 

Fundamentally  regarded  labor  never  has  pro- 
duced and  never  can  produce  as  much  as  it  con- 
sumes. 

And  all  ideas  that  make  labor  effective  to  pro- 
duce wealth  (surplus)  are  labor-saving,  not  labor- 
spending ideas — ideas  that  result  in  the  saving  of 
wasted  force.  That  is  the  fundamental,  the  uni- 
versal, the  unchangeable  law  of  economics. 

The  wealth  of  the  world  therefore  is  the  product 
of  ideas. 

The  man  with  the  hoe  is  a man  associated  with 
a labor-saving  idea  that  multiplies  his  industrial 
capacity  as  a cultivator  prodigiously. 

To-day,  and  to  us,  enlightened  labor  means  la- 
bor harnessed  to  a long  train  of  ideas  by  direct  edu- 
cation and  inherited  susceptibility. 

It  is  error  to  say — as  we  constantly  hear  said — 
that  American  labor  is  more  effective  than  Mexi- 
can or  Chinese  labor.  Labor  is  the  same  every 
where — so  much  muscular  force  effective  or  nearly 
ineffective  as  it  is  associated  more  or  less  inti 
mately  with  ideas  that  save  wasted  force. 

American  labor  is  also  more  effective  than  Eng 
lish  or  German  or  Russian  labor,  and  these  people 
are  probably  physically  stronger  tnan  we.* 


COOPERATIVE  BANKING. 


5 


Let  this  fundamental  and  momentous  truth  l»e 
clearly  recognized — America  holds  the  industrial 
sovereignty  of  the  world  only  because  of  the  more 
cordial  hospitality  of  the  American  mind  to  labor- 
saving  ideas— ideas  that  save  wasted  force,  u uscu- 
lar  or  mechanical. 

Let  this  suggestive,  seminal  truth  also  engage 
the  reflections  of  minds  ambitious  to  maiutan  an 
attitude  of  industrial  progress — ninety  per  cent, 
(probably  not  less  than  that,  taken  all  round)  of  the 
calculable  force  which  w^e  attempt  to  convert  into 

labor  (work)  is  still  wasted. 

The  steam  locomotive,  one  of  our  finest  inven 
lions,  can  utilize  yet  but  about  one-eighth  of  the 
theoretical  force  at  its  command. 

In  converting  the  latent  force  in  coal  into  elec- 
tricity the  great  Edison  figures  that  we  still  waste 

ninety-six  per  cent,  of  it. 

Therefore  to  save  wasted  force  (muscular  or 
machanical)  is  the  whole  secret  of  wealth,  the  whole 
secret  of  human  progress,  the  whole  problem  of  our 
continued  industrial  supremacy. 

The  saving  of  wasted  force  is  the  fundamental 
wealth-making  secret  of  the  too  much  abused  mod- 
ern trust,  its  corner  stone,  its  seminal  principle. 

To  crush  competition  is  not  (as  seems  to  be  gen- 
erally supposed)  an  essential  element  of  the  trust 
idea^  but  only  an  accidental  (though  pretty  general  i 
result. 

No  trust  can  possibly  crush  any  competition 
that  enters,  the  field  with  a better  plan  for  saving 
wasted  force. 

That  the  crushing  of  competition  is  not  an  es- 
sential part  of  the  trust  idea  is  shown  by  the  fact 
that  the  trust  is  applicable  in  all  its  vitality  and 
beneficence  to  industries  in  which  neither  compe- 
tition nor  monopoly  can  exist  because  the  price  of 
the  product  is  fixed  and  invariable  and  the  con- 
sumption illimitable — gold  mining,  for  instance. 

Division  of  labor  creates  skill.  Skill  saves  waste 
of  force.  And  the  most  obvious,  the  most  direct, 
the  simplest  (and  therefore  w^e  may  be  sure  the 
original)  means  to  the  division  of  labor  is  co-opera- 
tion. 

The  trust  idea  is  strictly  a scheme  of  co-opera- 
tioTi  to  save  wasted  force.  When  it  is  not  just  this 
and  nothing  else  it  is  somethng  more  than  a trust— 
perhaps  some  oppressive  scheme  of  greed. 

But  it  is  the  ever-continuing  duty  of  the  wise 
legislator  to  see  to  it  that  an  industrial  truth  is  not 
perverted  -overmuch  to  the  uses  of  greed. 
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The  trust  idea  is  co-operatioii  and  absolutely 
nothing  else,  essentially. 

It  is  a heaven-born,  world-enlightening,  wealth- 
creating  idea;  labor's  sacred  hope;  its  holy  of 
holies;  its  only  possible  redeemer. 

Yet,  as  everyone  knows,  co-op(*ration  is  not  a 
new  idea  but  only  an  adaptation  of  an  old  and  well 
known  idea. 

Although  most  people  understand  more  or  less 
clearly  what  co-operation  means  in  its  simple  and 
direct  use,  yet  few  recognize  it  as  employed  in  its 
more  indirect  and  complex  forms.  And  the  com- 
pound and  complex  forms  of  co-operation  are  most- 
ly the  only  way  the  principle  will  operate  to  ad- 
vantage in  actual  practice  on  a large  scale. 

Who.  for  instance,  thinks  of  any  form  of  insur- 
ance as  being  co-operation?  Yet  all  forms  of  gen- 
eral insurance  are  founded  on  the  principle  of  co- 
operation. It  is  their  corner  stone. 

Who  thinks  of  public  government  as  co-opera- 
tion? Yet  in  the  United  States  all  forms  of  public 
government  are  at  bottom  strictly  co-operative — 
the  state  governments  simple  and  direct  co-opera- 
tion; the  general  government  a complex  co-opera- 
tion— federated  co-operation. 

Who  thinks  of  looking  for  the  principle  of  « o- 
operation  in  the  public  school  system?  Yet  the 
public  school  system  presents  one  of  the  purest 
examples— and  the  most  beneficent — of  both  sim- 
ple and  compound  co-operation. 

All  that  is  needed  for  a more  stable  and  e(]uita- 
ble  banking  system  is  the  adoption  of  the  principle 
of  perfect  co-operaton.  And  that  sort  of  banking 
system  must  come — after  enlightenment  comes. 
When  all  the  banks  are  federated  into  one  effective 
co-operative  system — each  accountable  to  all,  and 
all  responsible  for  the  solvency  of  each — we  shall 
have  no  more  bank  failures.  The  failure  of  a bank 
always  involves  widespread  loss  by  the  disruption 
of  other  organized  industries — the  dissipation  of  or- 
ganized, profit-earning  force. 

Hardly  any  industry  is  regarded  as  more  haz- 
ardous than  precious  metal  mining.  Yet  co-opera- 
tion is  capable  of  reducing  the  risks  of  mining  to  a 
very  small  figure — really  to  zero,  if  the  co-opera 
tion  only  be  extensive  enough.  Properly  under 
taken,  it  can  furnish  an  absolute  guaranty  of  con 
tinuous  profits  and  no  loss. 

And  so  by  the  same  means  can  banking. 

But,  as  said  before,  all  co-operation  on  an  exten 
sive  scale — a scale  broad  enough  to  furnish  the  ele 


r 


ment  of  insurance — must  usually  be.  not  siupde  (di- 
rect) co-operation,  but  some  of  the  more  or  less 
complex  adaptations. 

Simple  co-operation  has  always  prevailed  in 
mining  to  a considerable  extent  and  from  the  nature 
of  the  industry  must  always  continue.  But  it  is  a 
very  rude  and  elementary  form,  commonly,  and  re- 
duces  the  hazard  only  a little — if,  indeed,  through 
reckless  or  knavish  mismanagement,  it  does  not,  as 
rather  appears,  often  actually  increase  the  natural 
risk. 

The  principle  of  insurance  can  no  more  be  de- 
veloped on  a single  mine  than  on  a single  life,  or  a 
single  fire  risk.  The  assumption  of  such  a hazard 
is,  in  practical  effect,  only  a bet,  and  the  man  who 
buys  the  stock  of  such  a mine,  in  practical  effect 
simply  stakes  his  money  on  a bet  that  it  will  be  suc- 
cessful. To  furnish  a guarantee  of  insurance  there 
must  be  such  a linked  multiplicity  of  risks,  so  ex- 
tended in  time,  and  so  scattered  in  space  that  only 
a small  part  of  them  can  (in  the  natural  order  of 
events)  mature  at  the  same  time. 

That  is  all  that  is  needed  to  furnish  a perfect 
guaranty  of  continuous,  reasonable  profits  in  gold 
mining,  or  in  banking. 

Honesty  in  financial  management  being  assumed, 
and  a fair  degree  of  educated  mining  judgment,  a 
considerable  number  of  mines,  selected  with  the 
same  care  that  life  risks  are  selected,  may,  by  an 
intelligent  system  of  co-operation,  furnish  to  each 
other  not  only  an  absolute  insurance  against  loss 
of  the  investment,  but  a continuous  revenue  on  the 
actual  investment. 

Of  course  no  system  on  earth  can  insure  the 
crazy  bonanza  hopes  with  which  some  people  em- 
bark in  mining  ventures.  That  sort  of  thing  is  not 
mining  in  any  just  use  of  the  term.  It  is  simply 
speculation  or  worse — gambling. 

The  mining  we  speak  of  is  the  sober,  earnest, 
laborious  industry  of  getting  ore  and  selling  it — 
not  speculation,  not  stock  gambling. 

To  some  extent  the  system  suggested  would  dis- 
turb the  status  quo  — prevailing  methods — and 
whatever  disturbs  the  status  quo  is  sure  to  encoun- 
ter the  antagonism  of  all  who  profit  by  the  status 
quo 

But  the  change  to  a co-operative  system  which 
insures  against  loss,  which  actually  guarantees  a 
continuous  profit — is  so  manifestly  beneficent  that 
antagonism  cannot  prevail  against  it. 

But  simple  co-operation  often  breaks  down  and 
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disappoints  all  hopes  in  actual  application  because 
it  is  not  the  form  adapted  to  the  enterprise— some 
form  of  fr*derated  co-operation  is  necessary. 

In  the  mining  industry  a federated  co-operation 
— the  federation  of  many  mining  companies  as 
companies — not  their  consolidation  under  one  cen- 
tral, federal  company — is  probably  the  only  system 
that  could  furnish  the  elements  of  insurance,  and 

this  is  equally  true  of  banking. 

The  more  extended  the  federation — other  points 
equal — the  more  perfect  the  insurance. 

Theoretically,  this  would  be  a close  copy  of  our 
ixovernmental  sTstem  in  this  country — w^hich  is  a 
eo-operative  federation  of  states  under  a sovereign 
federal  government  that  accomplishes  for  all  what 
each  desires,  but  which  neither  is  strong  enough  to 
secure  for  itself. 

The  end  sought  in  our  governmental  federation 
is  insurance  of  liberty,  justice,  stability,  prosperity. 

In  mining  federation  the  end  sought  would 
he  the  guaranty  of  reasonable  and  continuous  profit 
on  the  investment  without  risk  of  loss. 

In  both  cases  the  end  can  be  attained  only  by 

a verting  the  waste  of  force. 

Ko  improvement,  no  progress  can  possibly  be 
made  in  anything  except  by  averting  the  waste  of 
force. 

In  mining  under  the  present  system  the  waste 
of  force  is  enormous.  The  opportunity  for  economy 
is  therefore  correspondingly  great. 

To  a large  extent  this  waste  has  been  unavoida- 
ble. It  has  resulted  from  the  rudt;  condition  of  the 
industry  partly,  and  partly  from  our  purely  specu- 
lative attitude  toward  it  as  a consequence  of  the 
enormous  and  spectacular  fortunes  occasionally 
made  in  it  and  which  continue  to  encourage  the 
blankest  ignorance  to  embark  in  the  business  with 
reckless  assurance. 

This  reckless  ignorance  is  responsible  for  the 
greater  part  of  the  financial  hazard  of  precious- 
metal  mining.  The  truth  is  that  much  the  greater 
part  of  the  risk  of  mining  exists  not  in  the  nature 
of  the  industry,  but  in  the  vicious  nature  of  the 
methods  employed,  and  the  same  is  true  of  banking. 

While  gold  mining  continues  to  be  regarded  as 
a matter  of  mere  luck,  the  profit  must  continue  a 
matter  of  mere  chance.  But  by  a federated  system 
of  mining  the  profit  need  not  be  a niatter  of  chance 
at  all.  It  can  be  absolutely  assured  by  an  intelli- 
gent economy  of  wasted  force,  muscular  and  me- 
chanical. 
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We  are  coming  to  the  day — and  coming  swiftly, 
it  appears — when  precious-metal  mining  will  be  re- 
garded as  among  the  safest  of  industries. 

Fifty  years  ago  there  was  not  a nation  of  any 
considerable  extent  on  earth  that  knew  less  of  min- 
ing the  precious  metals  than  we.  To-day  we  stand, 
as  to  the  extent  and  value  of  our  output  and  the 
ingenuitv  of  our  methods,  without  a peer.  And  yet 
we  pay  from  two  to  ten  times  the  wages  for  mining 
jtaid  in  any  other  country,  except,  perhaps,  Austra- 

lia. 

Our  progress,  which  to  American  impatience 
seems  slow,  has  yet  been  so  constant  and  so  rapid 
that  in  the  last  forty  years  there  has  hardly  been 
a year  in  which  we  have  not  found  ourselves  able 
to  w ork  to  a profit  ores  which  could  only  have  been 

worked  at  a loss  the  year  before. 

The  brief  history  of  our  progress  in  precious- 
metal  mining  constitutes  a liberal  education  in  the 
economics  of  labor— the  progressive  saving  of 
wasted  force.  Co-operation  is  not  alone  the  best 
way,  but  actually  the  only  way  to  increase  our  av- 
erage of  profit  from  this  industry. 

Intelligently  applied  to  gold  mining  a perfect 
form  of  federative  co-operation  must  reduce  the 
eost  and  the  hazard  to  the  minimum  and  therefore 
raise  the  average  of  profit  to  the  maximum,  which 
in  all  industries  is  the  great  desideratum. 

Now,  of  course,  till  selfishness  becomes  fully  en- 
lightened, this  result  can  never  be  completely 

achieved — only  partially. 

The  industrial  and  commercial  trust — in  spite 
of  its  evil  reputation  with  the  public — seems  to  be 
the  great  educator  destined  to  enlighten  selfishness 
and^-apidly  double— and  continue  to  double— the 
world's  wealth  by  economizing  wasted  force 
wasted  labor. 

But  a large  part  of  humanity  must,  from  the  na- 
ture of  things,  be  ahvays  found  resisting  and  resent- 
ing further  industrial  enlightenment;  because  fur- 
ther enlightenment  means  new^  labor-saving  ideas, 
and  new  labor-saving  ideas  disturb  the  industrial 
flatus  quo,  and  the  new  idea  must  expect  to  en 
counter  the  antagonism  of  those  who  profit  by  the 

status  quo, 

When  the  railroad  emxiloyes  of  the  United  States 
become  sufficiently  enlightened  to  perceive  that  by 
uniting  on  the  trust  idea  (co-operation)  they  can 
]>urchase  all  the  railroads  in  the  country;  save 
enough  of  the  force  now  wasted  to  double  their 
wage's  and  still  pay  for  their  purchase,  within 
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twenty  years  there  will  be  one  large  class  of  vocif- 
erous  antagonists  to  the  trust  idea  silenced. 

When  the  capitalists  of  the  country  become  suf- 
ficiently enlightened  to  perceive  that  they  might 
purchase  all  the  mines  of  Cripple  Creek  at  the  mar- 
ket price,  double  the  wages  of  all  employes  reall\ 
necessary  to  the  mining,  and  still  institute,  by  co- 

ft/ 

operation,  economies  in  the  industry  sufficient  to 
double  the  large  dividends  already  paid  yearly  from 
the  camp  and  insure  their  long  continuance,  there 
will  be  one  intluential  class  of  howlers  against  the 
hazards  of  gold  mining  silenced. 

Our  industrial  supremacy  has  been  achieved,  ap- 
]>arently,  without  sacrificing  the  interests  of  labor 
as  a whole.  There  has  resulted  necessary  displace- 
ment which  disturbed  the  status  (pio  and  there- 
fore aroused  antagonism,  but  our  laborers  have,  ^^e 
believe  to-dav  the  shortest  hours  and  the  highest 
pay  in  the  world. 

The  hours  should  be  still  shortened  and  the  pay 
still  increased,  and  this  can  be  done  with  increased 
advantage  to  all  concerned,  and  the  assured  con- 
tinuance of  our  industrial  suprfunacy  when  the 
American  laborer  recognizes  that  the  wealth  of  the 
world  is  created  by  labor-saving  ideas  and  not  by 
labor,  primarily.  He  will  then  bring  his  quota  of 
ideas  to  his  work  and  increase  his  efficiency  in  pro- 
portion as  his  hours  of  labor  are  cut  and  his  wages 

raised. 
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Our  speculative  attitude  toward  gold  mining  too 
much  impels  us  to  sacrifice  the  future  tor  imme- 
diate results — to  rob  the  enterprise  of  stability  in 
order  to  show  swift  and  astonishing  returns.  As  a 
o<»nse(pience,  camp  after  camp  in  Colorado  has  been 
declared  “played  out”  only  because  the  cost  of  min- 
ing with  depth  was  increasingly  consuming  the 
enormous  profits  which  investors  expected  and  de- 
manded. 

The  increased  cost  was  mostly  occasioned  by 
the  expense  of  hoisting  ore  and  rock,  and  of  pump- 
ing great  volumes  of  water  from  increasing  depths. 

Tunnels  to  drain  the  mines  and  furnish  trans 
portation  of  the  ore  were  not  unthought  of.  The  sit- 
uation suggested  them.  The  precipitous  topographv 
of  the  country  favored  them.  The  merest  glance 
showed  that  in  almost  every  instance  tunnels  could 
be  driven  that  would  cut  the  veins  at  great  depths, 
drain  them  completely,  and  reduce  the  cost  of 
handling  the  ores  to  a fraction  of  the  cost  of  the 
old  wav  bv  shafts  and  heavy  and  costly  machinery 

« a. 

for  hoisting  and  pumping. 
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Tint  the  cost  of  such  tunnels! 

They  had  to  be  started  a long  way  off  in  order  to 
cut  the  veins  at  great  depth.  The  expense  would 
be  great.  No  one  mine  could  undertake  it. 

('o-operation  was  not  unthought  of,  but  no  ac- 
ceptable scheme  of  co-operation  could  be  thought 
out — no  scheme  that  would  enlist  the  money  to 
drive  the  tunnels. 

Everybody  understood  the  idea  of  direct,  simple 
co-operation,  just  as  well  as  they  do  to-day.  But 
thev  did  not  understand  the  higher  merits,  the 
greater  availability,  of  federated  co-operation. 

The  trust  idea  had  not  been  born — but  it  was  in 


the  air;  it  was  coming. 

It  has  arrived — and  gold  mining  is  sure  to  be  a 
great  gainer  by  it. 

Such  a federation  of  mining  companies  under  a 
well-devised  federal  company  strong  enough  to  do 
for  all  what  all  desire  and  need,  but  which  each 
alone  is  too  feeble  to  undertake  for  itself  would  be, 
in  practical  effect,  a mining  trust.  And  a mining 
trust  therefore  is  that  organization  known  in  Colo- 
rado as  “The  Big  Five” — legally  the  Big  Five  Tun- 
nel, Ore  Reduction  and  Transportation  Company. 

It  is  in  practical  effect  a trust,  and  its  funda- 
mental principles  are  those  of  a federated,  co-op- 
erative scheme.  Its  principles  are  unquestionably 
sound.  They  are  well  known  and  well  proved  eco- 
nomic principles  and  do  not,  in  the  main,  differ  from 
those  necessary  to  any  extensive  scheme  of  fed- 
erated, co-operative  industry. 

So  far  it  is  not  peculiar. 

Its  unique  character,  and  what  appear  to  be  its 
more  es})ecially  benign  features  as  an  industrial 
scheme  are  developed  in  the  working  details,  by 
which  the  insurance  principle  against  loss  is 
brought  almost  if  not  quite  to  perfection. 

This  feature  is  a valuable  economic  study. 


As  said  before,  all  co-operation  involves  some 
measure  of  insurance.  The  ordinary  mining  stock 
company  does  this — if  it  insure  no  more  than  a 
iieiieral  distribution  of  loss  so  that  no  individual  be 
ruined  by  its  failure. 

But  the  unicjiie  merit  of  the  co-operative  scheme 
of  “The  Big  Five”  is  that  it  actually  does  insure 
against  any  loss  at  all  of  the  money  invested  and 
assumes  to  guarantee  an  ultimate  profit,  even 
though  the  individual  mining  company  should  find 

no  pay  ore  in  its  property. 

Theoretically  this  may  be  done  and  the  promise 
fulfilled  as  any  one  familiar  with  the  principles  of 
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insurance  can  s€‘e,  and  it  requires  onlv  a similar  ex- 
tension of  risks,  a similar  integrity  and  watchful- 
ness in  selecting  those  risks,  to  that  prevailing 
among  all  sound  life  insurance  companies  to  make 
the  guarantee  sound  and  reliable. 

Everybody  ])i*obably  knows  that  every  mutual 
life  insurance  X)olicy,  after  running  a certain  time, 
is  no  longer  an  annual  charge  to  the  person  in- 
sured, but  a source  of  income — th(‘  money  paid  in 
not  only  supports  the  policy  (or  risk)  but  earns  a 
surplus. 

Under  tlie  Big  Five  co-operatve  mining  scheme 
a similar  surplus  is  what  enables  the  company  to 
guarantee  the  stockholder  against  ultimate  loss. 

and  jiromise  a probably  ultimate  and  long-continued 
jirolit. 

The  ]»lan  can  be  operated  by  a few  large  capital- 
ists or  a large  number  of  small  contributors  (the 
Big  Five  plan) — just  as  our  diti'ereiit  kinds  of  life 
insurance  tauiipanies  are  operated.  But  in  both  a 
considerable  amount  of  capital,  j)ledged  or  i)aid 


in,  is  necessary  at  the  start  to 


give  stability  to  the 


enterprise. 

And  again,  as  with  most  life  insurance  policies, 
the  payments  to  the  Big  Five  enterprise  are  (op- 
tionally) on  the  installment  plan.  On  the  whole  the 
plan  of  the  Big  Five  is  an  ingenious  adaptation  of 
the  main  features  of  any  sound  life  insurance 
scheme  and  its  soundness  must  rest  on  the  same 


l>asis  of  calculable  averages  and  personal  integrity 
and  good  judgment.  No  plan  on  earth  can  insure 
against  dishonesty  or  bad  and  reckless  judgment 
in  the  management,  no  matter  how  sound  its  prin- 
ciples may  be  theoretically,  or  whether  it  be  a min- 
ing scheme  or  a life  insurance  scheme.  However,  I 
understand  that  all  the  conventional  checks  against 
recklessness  and  dishonesty  that  prevail  in  the  best 
life  insurance  companies  have  been  adopted  by  the 
Big  Five. 

There  has  been  some  unfriendl\  talk  against  it. 
as  might  be  expected,  among  those  who  would  not 
take  the  trouble  to  understand  the  plan  (and  it  is 
reallv  a bit  of  a studv  to  understand,  not  its  priu- 
cijtles,  but  its  working  and  effective  details)  or  by 
Olliers  who  naturallv  and  always  resent  an  iuiiova- 
lion  upon  their  established  habits  of  thought — it 
being  one  of  their  established  habits  of  thought  to 


r(^gard  gold  mining  as 


a gamble — and  the  Big  Five 


claims  to  have  eliminated  the  gambling  element  en- 
lirely.  It  claims  to  constitute  and  present  an  in- 
vestment, rather  than  a speculati\e  phase  of  gold 
mining. 
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It  has  passed  the  experimental  stage.  It  can 
|)oint  to  accomplished  and  indisputable  facts  of  in- 
disputable merit.  It  has  driven  nearly  two  miles 
of  8x8  double-track  transportation  and  drainage 
f,unnels,  in  doing  which  it  has  redeemed  one  of  the 
old  bonanza  gold  camps  of  Boulder  county,  the 
Ward  district,  from  the  water  that  caused  its  aban- 
donment, and  opened  ore  reserves  whose  calculable 
value  runs  into  the  millions.  It  1m\s  planned  other 
tunnels  which  aggregate  something  like  twenty-five 
or  thirtv  miles,  all  told.  These  will  redeem  other 
more  or  less  abandoned  camps  as  the  first  has  re- 
deemed the  Ward  district.  The  one  in  the  San 
Juan  mountains  near  Silverton  will  be  longest,  but 
that  is  still  in  the  preliminary  stages. 

During  the  last  year  they  have  brought  to  a head 
their  long-cherished  purpose  of  driving  a tunnel 
from  Idaho  Springs,  in  Clear  Creek  county,  in  the 
canon  of  the  south  fork  of  Clear  creek,  under  and 
beyond  Central  City,  on  the  north  fork  of  Clear 
Creek,  in  Gilpin  county — a distance  of  over  30,000 

feet. 

This  will  parallel  the  famous  Newhouse  tunnel 
(an  assured  financial  success)  at  a distance  of  over 
a mile,  and  will  open  at  great  depth  about  100  well 
known  mines  in  the  oldest  and  one  of  the  richest 
districts  of  Colorado — the  first  and  greatest  gold 
camp  ever  opened  in  the  state  before  the  discovery 
of  Cripple  Creek. 

It  is  a great  undertaking  and  will  cost  six  or 
seven  hundred  thousand  dollars,  but  it  will  begin  to 
earn  a good  deal  for  drainage  and  transportation  by 
the  time  a quarter  of  the  money  has  been  spent— 
and  it  will  open  approximately  a hundred  million 
dollars’  worth  of  ore  that  would  otherwise  have  to 
be  abandoned  on  account  of  great  expense  of  pump- 
ing and  lifting  from  such  great  depths  in  the  old 

way. 

Now  to  illustrate  how  the  Big  Five  operates,  it 
is  better,  because  briefer,  to  state  it  as  an  ideal 
case,  and  avoid  exhaustive  details: 

Let  us  assume  that  the  projectors  have  several 
old  mining  camps  in  view  of  great  known  richness, 
where  (as  at  Ward  and  Idaho  Springs)  the  precip- 
itous topography  is  favorable  to  long,  deep-cutting, 
drainage  and  transportation  tunnels. 

They  buy  up,  say,  twenty  of  the  old  bonanza 
mines  (say  at  Ward),  long  abandoned  on  account  of 
water. 

They  form  these  into  four  groups  of  five  mining 
claims  each. 
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Thev  make  these  the  basis  of,  sav,  four  ordi- 
iiary  mining  stock  companies,  sto(  ked  at  two  mil- 
lions each. 

They  form  at  the  same  time  the  Kig  Five  Tun- 
nel, Ore  Rednction  and  Transpoi  tation  Company 
with  a capital  of,  say,  one  million,  and  a provision 
that  none  of  its  stock  shall  ever  be  sold  at  less  than 
par. 

This  is  the  federal  company. 

The  other  four  ordinary  coni])anies  are  the  com- 
panies that  enter  into  the  federation.  They  want 
the  tunnel,  but  each  alone  is  too  feeble  to  under- 
take it. 

Each  company  has  put— let  ns  say — half  of  its 
capital  stock  into  its  treasury  to  raise  a develop 
ment  fund. 

Each  company,  pursuing  a determined  and  uni- 
form plan  in  the  matter,  now  sells  to  the  jjublic 
on  the  installment  plan  of  payment,  the  whole  of 
its  treasure  stock  at,  sav,  10  cents  a share. 

This  gives  each  separate  company  |100,000  in 
its  treasury,  pledged  or  paid  in;  most  of  it  pledged 
on  monthly  installments,  with  forty  payments,  say; 
so  there  is  really  but  $10,000  cash  in  the  treasury 
of  all  the  companies  (or  a quarter  of  that  sum  in 
each)  to  begin  with. 

Each  company  then  buys  the  Big  Five  stock  at 
par  with  its  cash  and  puts  that  stock  into  its  treas- 
ui'v  as  an  asset,  for  the  dividends  it  will  earn — 
which  should  ultimately  be  large — for  the  Big  Five 
will  become  a great  money-earner  in  time. 

Then  the  Big  Five  begins  its  tunnel  and  has, 
as  indicated,  |1 0,000  a month  at  its  command  to 
push  the  enterprise.  That  is  all  it  needs,  even  (after 
the  start  is  made)  a little  more  than  it  can  use. 

In  fortv  months,  sav,  the  tunnel  is  finished.  It 
has  cost,  say  $300,000  and  the  federal  company  has 
received  $400,000  by  the  sale  of  its  stock  at  par  to 
the  confederated  companies.  It  has  opened  at 
great  depth  each  of  the  four  properties.  It  is  now 
ready  to  begin  earning  money  and  it  owns  the  tun- 
nel, has  $100,000  cash  in  its  treasury  with  which 
to  build  a reduction  plant,  and  still  owms  600,000 
shares  of  its  own  stock.  It  is  in  a good  condition. 
Its  tunnel  is  worth  as  a money-earner  from  two  to 
ten  times  what  it  cost. 

Each  of  the  federated  companies  is  now  also 
ready  to  begin  breaking  and  shipping  its  ore 
The  federal  company  has  drained  their  mines,  so 
they  are  not  troubled  with  water.  They  have  only 
to  begin  breaking  ore  at  the  tunnel  head  and  drop 
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it  down  mot  lift  it  to  the  surface  by  steam  power) 
to  the  cars  of  the  federal  company  (the  Big  Five), 
which  hauls  it  to  the  railroad  cars  for  them  through 
the  tunnel  and  charges  for  the  service,  say,  a dol- 
lar a ton,  just  as  if  they  were  strangers,  which  is 
chea])er  than  they  could  lift  it  to  the  surface. 

If  each  separate  company  outputs  100  tons  a day 
the  Big  Five  earns  $400  a day. 

By  milling  or  smelting  it  should  earn  at  least  as 
much  more. 

It  is  then  earning  money  fast. 

To  whom  does  that  monev  belong? 

To  its  stockholders,  of  course. 

And  who  are  its  stockholders? 

The  four  separate  companies — nobody  else. 

Then  thev  will  draw  that  monev  back  to  them 
selves  as  dividends? 

Certainly — that  is  it  exactly. 

But  they  will  not  draw'  it  back  at  once,  for  this 
is  a big  and  long-time  plan  and  not  a hurry-and-get- 
iich  scheme. 

It  is  a plan  to  furnish  a safe,  long-time  mining 
investment,  with  an  important  insurance  feature 
added. 

Suppose  one  of  these  four  groups  of  federated 
mines  proved  absolutely  worthless? 

It  would  still  have  in  its  treasury  100,000  shares 
of  the  Big  Five  stock,  on  wTiich  it  may  ultimately 
expect  to  draw'  for  a long  period,  $10,000  or  $20,000 
a year  from  the  earnings  of  the  Big  Five. 

This  is  a good  interest  on  the  actual  investment 
when  you  consider  that  the  project  insures  its  pay- 
ment for  a long  period. 

The  Big  Five  meanw'hile  has  extended  its  opera- 
tions to  (say)  Idaho  Springs.  It  has  established  a 
tunnel  project  there  and  is  buying  up  and  reorgan- 
izing old  bonanza  mines  there  on  the  same  system 
as  described,  which  brings  (ultimately  but  surely) 
$600,000  additional  into  its  treasury. 

It  is  earning  (say)  $400  at  Ward  every  day  for 
transportation  and  $400  more  for  reduction,  which 
is  a big  interest  on  the  wTiole  $1,000,000  received.  It 
will  soon  be  earning  from  $1,000  to  $2,000  a day  at 
Idaho  Springs.  Its  stock  will  become  very  valuable. 

Bv  “soon”  is  not  meant  next  month,  or  even 
next  vear — three  or  four  vears. 

Mind  you,  this  is  not  a hurry-and-get-rich 
scheme.  The  element  of  insurance  cannot  exist  in 
any  hurry-and-get-rich  mining  scheme,  and  insur- 
ance is  the  unique  element  of  this  Big  Five  mining 
project. 
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The  earning  capacity  of  either  of  the  projects 
described  cannot  be  exhausted  within  forty  to  sixty 
years — so  many  other  mines  (not  owned  by  the  15ig 

I 

Five)  are  tributary  to  the  tunnel  and  must  pay  to 
use  it. 

Any  one  of  the  federated  mines  may  of  course 

ft 

prove  a great  bonanza  and  may  be  worked  out  by 
its  own  managers  as  rayudly  as  they  desire  and  the 
money  paid  to  its  stockholders  in  dividends  without 
consulting  the  Big  Five  company.  But  after  its 
property  is  worked  out  and  exhausted  the  company 
still  owns  its  Big  Five  stock,  paying  large  divi- 
dends, and  that  itself  may  be  worth  several  times 
the  original  investment — may  become  worth  |10  a 
share— for  the  central  or  federal  company  will  be  a 
<>reat  money  earner. 

” ft 

The  Big  Five  scheme  then  assumes  a sort  of  en- 
dowment aspect  as  known  to  life  insurance  com- 
panies. 

For  convenience,  only  the  ideal  of  the  scheme 
is  here  presented,  not  its  actual  details. 

Its  success,  as  any  one  can  see,  depends  prima- 
lily  on  its  own  peculiar  and  valuable  system  of 
placing  the  stock  with  the  public  without  sacrific- 
ing it  in  the  usual  reckless  way,  which  leaves  a com- 
pany with  no  resource  but  to  borrow  on  mortgage 
and  thus  open  the  door  to  bankruptcy  at  the  be- 
ginning of  the  enterprise. 

Few  people  seem  to  realize  that  a mining  enter- 
prise needs  as  capable  and  as  careful  financing  as  a 
bank  to  insure  success — and  the  want  of  such  pru- 
dent financing  is  the  cause  of  half  the  failures. 

It  would  not  do  for  an  enterprise  of  the  nature 
of  the  Big  Five,  any  more  than  for  an  insurance 
company,  to  fall  into  necessitous  circumstances.  It 
re(iuires  a firm,  long-headed,  conservative  and  res- 
olute management,  and  cautious  financing,  which 
in  this  instance  we  believe  without  doubt  it  re- 
ceives. 

It  is  a plan  that  contains  many  elements  of 
great  and  unusual  strength  and— under  proper 
management — very  few  elements  of  weakness. 
But  it  is  not  a plan  that  could  prosper  in  the  hands 
of  reckless  men,  or  men  ready  to  sacrifice  future  sta- 
bility for  immediate  and  sensational  results. 

It  presents  an  example  in  the  financing  of  min- 
ing projects  which  must  tend,  it  would  seem,  to 
have  a weighty  moral  effect  on  the  industry  and 
redeem  it  from  the  reproach  of  reckless  speculation. 

By  its  admirable  system  of  payment  by  install- 
ment it  commits  itself  at  the  outset  to  conservative 
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methods  and  by  its  regular  monthly  reports  it  sub- 
mits results  to  the  judgment  of  its  contributors 
while  their  money  is  still  in  their  own  hands. 

It  claims  to  have  achieved  larger  results  with 
tlie  same  amount  of  money  than  any  other  public 
mining  company  in  Colorado,  and  the  claim  appears 
to  be  demonstrable. 

There  are  many  economies  practicable  to  such 

a comprehensive  enterprise  that  are  quite  beyond 
the  grasp  of  a single,  feeble  mining  company. 

It  incurs  no  debts  and  therefore  pa3's  no  inter- 
est. It  buys  all  supplies  for  cash  in  wholesale 
quantities,  at  w^holesale  cash  rates — powder  by  the 

carload  and  drill  steel  bv  the  ton — and  commands 

«/ 

the  best  skill,  mechanical  and  professional,  in  all 
its  work. 

The  annual  charter  meetings  of  all  the  individ- 
ual companies  of  the  federations  occur  at  the  same 
period,  in  Denver,  with  that  of  the  Big  Five  com- 
pan3%  and  it  constitutes  a veritable  congress  for 
investigation  of  wmrk  and  accounts,  criticism  of 
methods  and  suggestions  of  improvements,  and  the 
reports  are  published  verbatim,  and  sent  to  all 
stockholders — numbering  several  thousand. 

At  the  last  of  such  annual  meetings  there  were 
eighty-seA’en  directors  and  stockholders  present, 
most  of  whom  personally  inspected  the  properties. 

Nothing  is  done  in  a corner. 

Nothing  is  withheld  from  the  public.  The  books 
are  examined  by  expert  independent  accountants 
at  regular  intervals  under  direction  of  the  stock- 
holders’ committees,  and  the  reports  are  published. 

It  looks,  at  a casual  glance,  a complex  system, 
but  the  complexity"  is  more  apparent  than  real. 
Fundamentally  the  whole  working  plan  is  simple, 
because  bv  a nice  division  of  duties  it  renders  every 
one  accountable  for  his  own  w"ork. 

To  foreigners — even  to-  foreigners  of  govern- 
mental experience — our  system  of  federated  repub- 
lics under  one  federal  and  sovereign  republic,  looks, 
till  it  has  been  studied,  a political  muddle  of  fran- 
tic, ambitious  and  spread-eagle  oratory.  But  after 
a little  watching  he  begins  to  see  that  “we  get 
there  just  the  same,”  and  that  w"e  accomplish  our 
purposes  just  as  effectively  as  any  other  govern- 
ment and  at  a good  deal  less  expense  for  results. 
The  Big  Five  scheme  of  co-operative  mining  is  mod- 
eled after  our  governmental  plan  of  federated  co- 
operative governments  under  a federal  co-operative 
sovereign  government  which  guarantees  to  each 
what  all  desire,  but  w"hat  each  alone  is  too  feeble  to 
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— the  sinji’le  iiiininjj:  companies  staiulim^ 
in  i»lac(‘  of  the  several  states,  and  tlie  I>iji'  Five  sus- 
taining- the  relation  to  them  that  onr  federal  siov- 
(Miiment  snstains  to  the  stat(*s.  L‘ke  the  attitude 
of  onr  sovereign  f(*deral  ^.^overnmeni  toward  its  ter- 
ritories and  nnoi-ji’anized  ])ossessions  is  also  the  at- 
litnde  of  the  Hiji"  Five  toward  new  mining  coni])a 
ni(  s that  desire  to  join  its  association — it  takes 
them  in.  if  they  are  d(^sirahle.  when  they  have  com 
j>li(  d with  its  conditions. 

The  Hi^-  Five  is  destined  to  be  a p-eat  industrial 
educator.  It  ])roves  that  all  the  benign  resnlts— 
that  is  to  say,  all  the  leji’itimate  resnlts^ — of  the 
trust  idea  (the  idea  that  has  ^iven  the  industrial 
and  commercial  sovereiii'iity  of  the  world  to  the 
Fnited  States)  can  be  worked  jnst  as  effectively  by 
the  small  eontribntions  of  a larj^e  number  of  |»eo])le 
as  by  the  larj»e  contributions  of  a small  number  of 
j>eo])le — by  5, 000  laborinji’  men  contribntin<>:  |100 
a])iec(*  as  well  as  by  five  capitalists  contribntin*;' 
SIOO.OOO  apiece. 

The  Hiii  Five  scheme  of  co-o})erative  mining-  by 
the  federated  plan  is  only  one  of  nnmerons  indns- 
(rial  and  tinancial  undertakings  that  may  be  vital 
iz(Hl  into  beneficent  activity  by  any  one  who  has 
the  jrenins,  the  patience  and  the  character  to  har- 
ness organized  effort  to  any  jtractical  idea  for  sav- 
iiiLi’  wasted  force. 

The  idea  of  federated  co-operation,  so  adjusted 
;is  to  effect  fall  and  perfect  insnrjince,  would  pro- 
duct* the  ideal  banking  system.  The  idea  is  not  in- 
d{  ed  eom])letely  absent  from  onr  system  of  national 
bjuiks.  i)iit  it  has  never  been  devtlottcd  to  a ])lan 
that  really  and  fnlly  insures. 

Thert*  appears  to  iu*  a fundamental  error,  not  in 
the  idea  but  only  in  the  method — and  it  is  throngh 
(hfective  method  that  co-oi)erative  projects,  ele- 
mentally sound,  so  often  fail  to  show  valuable  re- 
snlts.  What  is  need(*d  for  a banking  system  that 
cannot  result  in  bankruptcy  would  tippear  to  be 
such  a linking  of  interests  that  each  is  immediately 
accountable  to  all.  and  all  immediately  and*  fnlly 
r(S]»onsible  for  each. 

As  to  gold  mining,  undertaken  with  the  same 
caution,  the  same  degree  of  special  knowledge  of 
ihe  business,  the  same  average  stability  and  integ- 
ritv  of  character  as  banking,  gold  mining  will  show 
tvice  the  average  profit  on  the  money  invested  that 
the  banking  system  of  the  Fnited  States  can  show, 
with  less  actual  risk  of  loss;  in  fad  it  is  no  difficult 
matter  to  bring  to  mining  as  well  as  to  banking 
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such  a conserving  system  of  insurance  that  there 
need  never  be  a loss  of  the  money  invested.  It  can 
t»e  insured — absolutely  insured  against  loss.  Hut 
such  a system,  of  course,  reipiires  a complete  revo- 
lution in  the  }>resent  reckless  and  evil  methods.  \ on 
can't  make  a silk  ]>nrse  out  of  a sow's  ear  at  mining 
any  more  than  at  banking  or  farming.  You  have 
got  to  put  good  chai-acter  and  good  methods  into 
any  business  from  which  you  can  expect  good  and 
stable  results.  It  seems  to  me  the  l>ig  Five  of  Den- 
ver has  made  a far  advance — has  come  nearest  of 
any  effort  1 have  st*en — to  putting  gold  mining  on 
such  a stable  and  safe  basis. 


It  should  certainly  cost  no  more  thought  t o 
work  out  the  theory  of  such  a plan'  of  insured 
banking  than  it  has  to  work  out  the  plan  of  fed- 
erated co-oj^eration  in  gold  mining  under  which  the 
Big  Five  association  operates  so  successfully. 


THE  GOD  • NUGGET 


An  Illustrated  Magazine  of  Mining 


The  intention  of  its  publishers  is  to  present  in  attractive 
form  the  most  interesting  features  of  the  gold  mining  industry 
in  Colorado.  Its  illustrations  will  be  from  beautiful  half- 
tones of  mine  and  mountain,  taken  on  the  spot  for  this  special 
work. 


It  will  from  month  to  month  tell  the  story  of  the  gold 
fields  of  Colorado  in  a manner  never  before  undertaken.  As 
a general  reader,  it  will  interest  you;  as  a student  of 
economics,  it  will  interest  you;  as  an  investor,  you  will  learn 
from  its  pages,  where  lie  the  opportunities  for  fortune  and 
how  to  reach  them. 


The  enclosed  card  stamped  and  bearing  your 
address  will,  if  mailed  to  us,  bring  ycu  THE 
GOLD  NUGGET  regularly,  as  long  as  you  care 
to  read  it.  It  Is  free.  No  cost  to  you  whatever. 


The  one  condition  of  the  offer  above  being  that  you  agree 
to  read  it.  Each  number  will  contain  a special  article  by 


Fit z- Mac. , 


the  writer  of  this  monograph  on  Co-operative  Banking — 

**How  to  Find  a Mine,” 

**How  to  Buy  a Mine,” 

**How  to  Work  a Mine,” 

“How  to  Sell  a Mine,” 
“Co-operative  Gold  Mining, 


and  many  others,  touching  upon  every  phase  of  gold  mining 
of  special  interest  to  intelligent  investigators  and  investors 
everywhere. 


MODERN  GOLD  MINING  AS  A 
PRESENT  DAY  INVESTMENT 


By  Fltz-Maiim 


This  is  a booklet  in  which  the  writer  presents  in  his  ex- 
ceptionally lucid  manner  what  gold  mining  has  come  to  be 
under  modem  methods — the  advances  made  in  extraction 
and  treatment — showing  that  gold  mining,  under  such  con- 
ditions is  the  most  profitable  business  in  which  money  can  be 
employed.  Send  for  it.  It  is  free.  Address 

FITZ-MAC, 

703  Kntradge  Bldg,  Denver,  Colo. 


j 


